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Honduras is in the throes of a major electricity crisis brought on by below-average rainfall this
year, which has forced the country's hydroelectric plants to operate at less than 50% of capacity.
Government officials estimate that the country is racking up nearly US$4 million per day in losses
due to electricity shortages. To make matters worse, the drought has wiped out almost 80% of
this year's basic grain crop. Like most Central American countries, Honduras relies principally
on hydroelectric plants for its electricity. But with water levels in reservoirs now critically low, the
country's largest plants are operating well below capacity. The Francisco Morazan hydro electric
power plant, for example, which supplies 60% of national demand, is operating at less than half its
capacity.
In addition to the drought, analysts attribute the energy crisis to a lack of foresight by previous
governments in developing alternative energy sources, plus widespread deforestation throughout
Honduras. Although, Honduras has had to resort to energy rationing for the past two years during
the dry season, the situation this year is even more critical. Rationing has been in effect throughout
the country since March, but the longest blackouts have affected the capital and other urban areas,
where the energy crisis has grown progressively worse each month. In March, the government
initiated five-hour per day blackouts in Tegucigalpa, but by mid-July rationing had reached 12
hours per day in the capital. All told, the blackouts have limited industrial production to about 60%
capacity, according to government estimates.
Furthermore, the government's petroleum bill rose by about US$10 million in the first half of the
year due to increased oil imports to operate gas-powered generators. To alleviate the situation, the
government plans to buy 1.2 million kilowatts of electricity from Panama over the next three months
at a cost of US$3.8 million, and Mexico has offered to loan the government two portable electricity
plants. Negotiations are also underway with Costa Rica, Nicaragua, and El Salvador for further
energy assistance. Meanwhile, the drought has also destroyed the majority of this year's basic grain
harvest, creating severe food shortages. Honduras produces approximately 1.5 million 46-kg sacks
of corn annually, plus 1.2 million sacks of beans. To offset the shortages, on July 20 the government
approved an plan to import at least enough basic grains to meet minimal demand on the domestic
market.
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